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THE CUSTOMS ADMINISTRATIVE ACT. 

BY THE HON. CHARLES S. HAMLIN, ASSISTANT SECRETARY OF THE 

TREASURY. 



The Democratic party is charged with the grave responsibility 
of effecting a thorough revision of the existing customs tariff, to 
the end that the burdens of taxation, rendered even more severe 
by the McKinley bill, may be lightened. The latter bill, however, 
was not the only legislation of the Fifty-first Congress which in- 
volved a new departure in customs matters; the passage of the 
customs administrative act * so radically changed existing 
methods of administration that, temporarily at least, it caused 
in the mercantile world as great annoyance as did the McKinley 
bill, extreme as that measure was. It will be found, how- 
ever, upon consideration, that there are certain underlying prin- 
ciples beneath its harsh exterior which are a decided advance 
over the old system, and which, amended as in the report of the 
Ways and Means Committee of the existing Congress, will insure 
a more uniform, speedy, and equitable system of collecting rev- 
enue than we have ever hitherto enjoyed. 

During the fiscal year ending June 30, 1893, there was imported 
into the United States dutiable merchandise to the value of over 
four hundred millions of dollars ; the taxes levied by law upon 
this merchandise aggregated over two hundred millions of dol- 
lars. This vast sum was collected by the customs officials at 
the respective custom-houses, one hundred and twenty-four in 
number, throughout the country, by means of customs duties. 

There are three modes of assessing these taxes provided for 
by law: 1. Upon the weight, measurement, or gauge of the 
merchandise, called specific duties ; about five hundred men are 

* U. S. Statutes at Large, Vol. 26, page 131. 
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yearly employed for this purpose at a cost to the government of 
nearly half a million dollars yearly. 2. Upon the value of the 
merchandise, known as ad-valorem duties ; ascertainment of this 
value gives employment yearly to about seven hundred men, at 
a cost to the government of $900,000. 3. Upon weight or 
measurement and upon value, known as mixed duties. The 
total cost to the government of collecting these taxes is not 
far from seven million dollars annually. 

One marked difference exists between specific and ad-valorem 
duties. In the former, duties are assessed upon the weight, 
measurement, or gauge of the merchandise as found in the United 
States at the time of entry. In the latter, the value for dutiable 
purposes is not the value in the United States markets nor at 
the time of entry ; it is the value of the merchandise in the prin- 
cipal markets of the country from whence imported at the time 
of exportation from said country. 

The Constitution prescribes that "all duties, imposts, and 
excises shall be uniform throughout the United States " ; but a 
law uniform as to rates of duty may receive the widest diversity 
of interpretation at the different ports of entry. If all duties 
were specific, such diversity could not well exist, for we have the 
same standard of weight and measurement, and such weight or 
measurement would not materially differ between the time of 
shipment and arrival in this country. 

Specific or mixed duties, however, are open to the grave objec- 
tion that they bear unequally upon different grades of goods of 
similar kinds : for example, upon certain grades of worsted 
the duty of forty-four cents per pound and 50 per cent, 
amounts to a net duty, reduced to ad valorem, of over 112 per 
cent, upon the grade costing forty-eight cents per yard, while 
upon the dearer goods costing one dollar and sixty-two cents the 
duty amounts only to 68 per cent. 

Thus where there are appreciable differences in quality of mer- 
chandise, the specific duty is objectionable. 

Upon most imported articles it is believed that the ad-valorem 
duty is the most equitable, bearing with perfect fairness upon 
all goods of similar kind and disclosing by its very terms the ex- 
act amount of tax levied. The policy of the Democratic party 
has been from earliest times to substitute ad-valorem for specific 
duties ; notable instances are the Walker Tariff of 1846, wholly 
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ad-valorem, and the Wilson bill, just reported, containing more 
ad-valorem duties than any legislation of this generation.* 

The fact that the question of value to be determined is foreign, 
not home, value, and that the time is that of shipment, and not 
arrival, has in the past given rise to much difference of opinion 
as to value, and hence to wide variations in the amount of duty 
collected upon similar goods at the respective ports of entry. 

The principal problem of customs administration is to insure 
correct determination of value and uniform interpretation of the 
law. This problem becomes to-day of the most vital importance 
to the Democratic party. Congress, true to the pledges made to 
the people, will reduce taxation ; an enormous revenue must still 
be collected for the maintenance of the government by this same 
means of taxation ; the rate being lowered, it is imperative that 
this lower rate be rigidly and uniformly collected; otherwise we 
shall suffer loss of revenue, which we can ill afford, and the 
honest merchant will be ruined by the successful evasion of the 
law by his dishonest rival. 

To appreciate fully the changes in administration brought 
about by the customs administrative act, it will be necessary briefly 
to consider what the old law was as regards the two principal ques- 
tions which arise in customs administration : 1. Classification. 2. 
Value. 1. Classification consists in determining under what 
clause of the tariff law an imported article of merchandise comes. 
The collector classifies all goods, in the first instance, both under 
the old and new law, and many difficult questions come up for 
his decision ; for example, whether or not imported tiles can come 
under the classification of •* paving tiles," thereby paying a much 
lower rate of duty than under the general head of "earthenware." \ 
Under the old law the importer could appeal to the Secretrry 
of the Treasury from the collector's decision as to classification, 
and finally could bring an action at law against the collector to 
recover the excess of duties wrongly levied ; in that suit he could 
have a trial by jury upon the questions of fact involved in the 
case. 2. The value of all goods imported into the United States 
is determined, in the first instance, under both the old and new 

* The present law contains 129 ad-valorem, 260 specific, and 56 mixed duties; 
the Wilson Bill, as reported, contains 240 ad-valorem, 97 specific, and 15 mixed 
duties. This comparison is, it is believed, substantially accurate. 

t Rossman v. Hedden (145 U. S., 561). 
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system, by the local appraisers ; where the duties are specific, the 
value is of use only for statistical purposes. Under the old law 
the collector could order a reappraisal by the local appraisers or 
by three merchants appointed by him for that purpose, if he 
thought the valuation was too low ; if the importer was dissatis- 
fied with the valuation, the collector called in some merchant to 
act with one of the general appraisers* and reappraise the goods ; 
or if it was not practicable to secure the services of one of the 
general appraisers, the collector chose two merchants for such re- 
appraisal, f If the merchant and the general appraiser or the 
two merchants could not agree, the collector of the port finally 
determined the value of the goods ; there was no appeal from 
this decision. 

Under the present customs administrative act a board of nine 
customs experts is constituted, known as the Board of General 
Appraisers. All questions of dutiable value are referred to one 
of their number on appeal from the local appraiser, and their 
decision on appeal, sitting as a full board of three, is final. The 
collector no longer has any part in determining such dutiable value. 

Appeals upon questions of classification from the decision of 
the collector to the Secretary of the Treasury are also done 
away with under the new law, and instead an appeal is allowed to 
the Board of General Appraisers ; from its decision an appeal 
lies to the Circuit Court of the United States. 

The advantage of having an impartial board for determining 
customs questions becomes manifest when it is considered that 
the dutiable value of imported goods to be determined is their 
value not at the port of entry, but at the place from which they 
are exported, perhaps thousands of miles away. At the place of 
exportation, the various conditions of manufacture, such as cost 
of materials, hours of work, etc., may be widely different from 
the conditions prevailing in this country, and therefore the judg- 
ment of trained experts is practically essential in determining 
this foreign value 

Under the old law there often existed wide differences as to 
the results in the determination of the foreign value of similar 
kinds of imported goods by merchant appraisers at different ports 

•The functions of these so-called general appraisers were entirely different 
from those of the present hoard; they supervised reappraisements merely. 

t Hence the name popularly given to the old system: The Merchant Appraiser 
System. 

VOL. CLVIII. — NO. 447. 15 
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in this country. In one port the actual transaction might be 
held decisive as to tne foreign value ; in another, an entirely dif- 
ferent rule might be established. In case the merchant and the 
government appraiser disagreed, the foreign value was finally 
adjudicated by the collector — in many cases not a customs ex- 
pert at all, but merely a public personage, appointed largely be- 
cause of his political rather than his business prominence in the 
community, and having no special experience in such matters. 

The functions of the Board of General Appraisers under the 
present law are those of a jury of experts. The board is com- 
posed of lawyers and customs experts, holding office for life ; 
under a new tariff, in which ad-valorem duties will largely be 
substituted for specific duties, some such board is essential to the 
proper collection of the revenue needed for the support of the 
government. 

The principal objections which have been raised to the present 
law are : 

1. The right of trial by jury has been taken away from the 
importer. It must be remembered that trial by jury has never been 
allowed upon questions of value ; the present Board of General Ap- 
praisers constitutes in effect a jury of experts, who have had wide 
experience in determining such questions. Upon classification 
the loss of trial by jury, it is believed, has been more than com- 
pensated for by the speedier and more equitable determination of 
litigated questions at the hands of men whose sole business it is to 
familiarize themselves with such matters. 

2. The existing system of trial of facts as well as law in 
the Circuit Court on appeal from the Board of General Appraisers 
on questions of classification is unsatisfactory and of no more 
value than a single trial. This objection is founded upon the 
fact that the Circuit Court in reviewing a case usually has to de- 
cide it on evidence not before the Board of Appraisers, and upon 
the further fact that the court in receiving the record from the 
board does not receive the most valuable part, viz., the expert 
knowledge on which the board presumably in part bases its 
decisions. How this objection can be rescinded will be considered 
later. 

3. The government can appeal to the Circuit Court of Appeals 
on questions of law in any case ; this right is allowed the importer 
only where the Circuit Court adjudges that the question is of such 
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importance as would warrant an appeal. This objectionable feat- 
ure of the law can be and should be at once changed. 

4. The existing law, in determining dutiable value, prescribes 
that the value of all crates, sacks, coverings, and boxes in which 
merchandise subject to ad-valorem duty is stored shall be added to 
the dutiable value of the contents, thus increasing the net duty. 
This provision, amounting to an average increase in duty of 
from three to five per cent., was law prior to the tariff act of 1883, 
which repealed all duties levied upon coverings. The existing 
law was favored by Secretaries Folger, Manning, and Fairchild. 
The principal reasons for levying a duty upon such coverings 
are prevention of fraud and saving of labor. If appraisers had to 
determine the value of foreign goods without any coverings they 
would have to separate such value from their total value as usually 
found in the market ; under the tariff of 1883 they could not 
include the value of a barrel containing cement, but had to sepa- 
rate the value of the ban-el from the value of the contents. This 
provision caused much trouble and confusion, and also, it is 
alleged, much fraud. Such reasoning, however, may not apply 
to outer coverings used merely for the goods in transit, and it is 
upon such coverings that the hardship of levying a duty is most 
felt. The chief objection, however, to levying such duty is that 
it increases thereby the net duty. This can easily be met by 
lowering the rate on the goods themselves. 

5. In case the value, as fixed by the appraisers, exceeds the 
value entered by the importer by more than 10 per cent., a penal 
duty of two per cent, on the appraised value, in addition to the 
corrected legal duty, is levied for every 1 per cent, such ap- 
praised value exceeds the value declared in the entry. This 
penalty is altogether too stringent. In a case now pending before 
the Treasury Department the appraised value was $12.50, the 
corrected duties $3.13, while the penal duty was $2,100 ! 

6. The importer is not allowed, as of right, to be present 
when the Board of Appraisers takes testimony as to value or classi- 
fication. By courtesy importers have always been allowed to have 
a hearing before the board, and to offer such evidence as they de- 
sire. This mnch should certainly be secured to them by law. 
But it would be manifestly unwise to limit the Board of Ap- 
praisers in deciding a case to such evidence as is submitted to 
it without allowing the members to use their expert knowledge. 
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Such a rule would change an appraisal to a lawsuit — which is 
manifestly not what is contemplated by the law. 

7. If judgment is rendered by the courts in favor of the im- 
porter upon an appeal, the excess of duties is refunded without 
allowance of interest or costs. Under the old procedure, suit was 
brought against the collector to recover duties illegally assessed. 
Being a private siiit the judgment against the collector included 
interest and costs. Under Revised Statutes U. S., Sec. 988, the 
judgment, including interest and costs, was paid by the govern- 
ment. It was held by the United States Circuit Court of Massa- 
chusetts that the procedure offered by the customs administrative 
act, was in effect a suit against the United States, and that, as 
the act made no provision for interest or costs, none could be 
recovered. A contrary decision has lately been rendered in the 
United States Circuit Court of Appeals. It is reasoned, by those 
who are opposed to allowing interest, that, inasmuch as, in most 
cases at least, the importer receives back the duty paid in the 
price paid by the consumer, the final refund allowed to the impor- 
ter by the courts is in the nature of a gratuity to pay interest 
upon which the consumer should not again be taxed. 

8. The present law repeals all damage allowance upon goods in 
transit. Under the old law, when imported goods were found to 
be damaged, due allowance was made in assessing duties, but so 
many attempts at fraud were discovered that all damage 
allowance was repealed. The Wilson bill, as hereinafter 
shown, gives a modified damage allowance. The Wilson 
Bill, it is believed, has remedied the most important defects 
of the present law, leaving the administrative laws more 
effective than ever before. Under the provisions of the 
Wilson bill the existing Board of General Appraisers is retained, 
and its jurisdiction as to all questions of fact is made final, both 
as to classification and value. Appeals to the Circuit Court are 
done away with, and in place thereof an appeal, lies on all ques- 
tions of law directly to the Circuit Court of Appeals. Hearings 
are provided for on all questions of classification, and are made pub- 
lic. The severe penal duty has been greatly modified by the pro- 
vision that an extra duty equal to the regular rates shall be charged 
on all advances over the entered value. Outer coverings used solely 
for transportation of goods to this country are exempted from 
duty, and a modified damage allowance is provided for in cases 
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where imported merchandise is injured or destroyed while in 
custody of the government. It is also provided that customs 
brokers hereafter shall be licensed by the collectors of the res- 
pective ports before doing business at custom-houses, which 
licenses may be revoked for cause by the Secretary of the Treas- 
ury. Certain other provisions bring the Board of General Ap- 
praisers more within the control of the Secretary of the Treasury 
as to all matters not strictly delegated to the Board by Congress. 

Perhaps the most important administrative change in the 
Wilson bill is Section 9, creating the necessary machinery and 
providing that materials may be imported free of duty for manu- 
facture of articles for exportation. To obtain the benefits of this 
section the various factories will be constituted bonded ware- 
houses and the manufacture will take place under customs super- 
vision. It is believed that this law will soon make our country 
the manufacturing center of the world ; it will demonstrate that 
the higher wages paid our workingmen are the measure of their 
superiority, not their inferiority, over foreign labor, and it will 
furnish an impressive object-lesson of tariff reform. 

The work of Congress will not be complete until it has 
amended the existing law on the lines of the Wilson bill. 
Under the law so amended it will be possible to import goods 
directly from foreign manufacturers, and to enter such goods at 
any port with the certainty that the duties will be uniformly as- 
sessed, no one port being favored at the expense of another. 
Such uniformity could not be attained under the old system. 

The new law with the proposed amendments will enormously 
extend our markets ; it will be simple where the old law was in- 
tricate ; it will be uniform where the old law was hopelessly com- 
plex. Such uniformity is essential to the autonomy of the 
respective ports of entry ; fraud will be minimized, and merchants 
will stand upon complete equality. 

The mission of the Democratic party, among others, is to 
demonstrate that genuine tariff reform as contained in the Wil- 
son bill will be of the greatest benefit to our whole people. 
The customs administrative act as amended, insuring uniform 
enforcement of the new tariff and doing away with fraudulent 
undervaluation, will greatly assist in that demonstration. 

Charles Sumner Hamlin. 



